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52  weeks  ended 
February  2, 1980 


First 

$  461,550,000 

S  317,071,000 

$  12,374,000 

$  .61 

$  .60 

$  .371/2 

$1.00 

Second 

466,523,000 

325,190,000 

.  8,156,000 

.40 

.39 

.37!/;  . 

1.00 

Third 

540,490,000 

364.962.000 

17,547,000 

.86 

.85 

.40 

1.00 

Fourth 

741,738,000 

496,031,000 

52,058,000 

2.54 

2.51 

.40 

1.00 

Totai  for  year 

$2,210,301,000 

$1,503,254,000 

$  90,135,000 

$4.41 

$4.35 

$1.55 

$4.00 

53  weeks  ended 

February  3,  1979  r 

First 

$  424,696,000 

$  295,161,000 

$  9,501,000 

$  .48 

$  .46 

$  .30 

$1.00 

Second 

437,657,000 

305,444,000 

6,880,000 

.34 

.33 

.30 

1.00 

Third 

492,335,000 

334,232,000 

14,773,000 

.73 

.71 

.35 

1.00 

Fourth 

727,998,000 

475,753,000 

51,185,000 

2.52 

2.47 

.35 

TOO 

Total  for  year 

$2,082,686,000 

$1,410,590,000 

$  82,339,000 

$4.08 

$3.98 

$1.30 

$4.00 

■*Each  period  computed  separately . 
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In  a  war  during  which  we 
witnessed  rising  interest 
lutes,  international  disrup¬ 
tions  and  economic  uncer¬ 
tainties,  Allied  Stores 
Corporation  was  able  to 
achieve  its  ninth  consecutive 
year  of  increased  earnings. 

Sales  lor  the  N79  fiscal 
year  were  $2.2  billion  com¬ 
pared  with  $2.1  billion  in  the 
preceding  year,  an  increase 
of  6.1%.  Net  earnings  rose 
9.5%  lc  $90.1  million,  or 
$1.41  per  share  ol  Common 
Stock  compared  with 
$82.3  million  'or  $4.08  per 
share  in  1978.  On  a  fully 
diluted  basis,  net  earnings 
per  share  were  $4.35  and 
$3.98,  respectively. 

This  improvement  in  earnings  was  shared  with  our  stockholders  by  the 
action  ol  the  Board  of  Directors  increasing  our  dividend  to  an  annual  rate  of 
$1.50  per  share  in  February  1979  and  once  again  in  July  1979  to  an  annual  rate 
of  $1.60.  Subsequent  to  the  close  of  the  fiscal  year  in  February  1980,  our  divi¬ 
dend  was  increased  to  an  annual  rate  of  $1.70  per  share.  The  quarterly  dividend 
has  been  raised  10  times  since  July  1975,  resulting  in  an  increase  of  127%. 

While  sales  increases  lost  some  of  their  vigor  in  tfig. closing  months  of  W0- 
and  softness  continued  into  1980,  we  are  confident  that  Allied  is  positioned  to 
meet  the  problems  of  1980.  It  is  interesting  to  note  that  duringl979  expense 
ratios  were  stable,  indicating  tight  cost  control,  and  inventories  at  year  end 
’liffre  up  only  1.5%  during#  period  of  inflation.  A  disciplined  cost  and  inven¬ 
tory  control  program  has  stood  us  in  good  stead  and  will  do  so  in  the  future. 

During  1979,  we  continued  our  program  of  eliminating  loss  operations  by 
the  sale  of  the  entire  10  store  Almart-J.B.  Hunter  discount  division.  The 
Company  also  sold  its  Jordan  Marsh  store  in  North  Carolina.  The  operation 
of  one  store  in  that  geographical  area  was  uneconomic  on  a  long-term  basis. 

In  April  1979,  Jftlf  acquired  the  Bonwit Teller  stores  and  Plymouth  Shops, 
which  should  enhance  our  protit  opportunities.  The  Bonwit  Teller  group 
comprises  12  stores  in  major  American  markets  offering  the  highest  fashion 
merchandise  to  a  more  affluent  segment  of  the  population.  The  31  store 
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Plymouth  group,  concentrated  in  the  New  fork  metropolitan  area,  otters  pop¬ 
ular  price  merchandise  in  the  career  girl  market.  These  apfeisitions  represent 
Allied's  entrance  into  the  rapidly  growing  retail  specialty  store  field. 

Our  expansion  program  in  1979  accelerated  with  the  opening  of  10  new 
stores  totaling  i/163,000  square  feet  in  markets  where  the  Company  enjoys 
good  acceptance  and  has  opportunities  for  growth:  Alderwtmd,  Washington; 
Lake  Jackson,  Prestonwood  and  Richardson,  Texas;  Ocean,  New  Jersey; 
Southbury,  Connecticut;  Westmoreland,  PennsyIyania;Tallahassee,  Florida; 
Moscow,  Idaho;  and  Logan,  Utah.  In  addition,  the  Company  purchased  an 
enclosed  regional  shopping  center  in  Tacoma,  Washington,  which  will  provide 
a  most  attractive  return  on  our  investment.  This  center  had  been  leased  and 
operated  by  Allied  and  contains  a  major  branch  of  the  Bon  Marche. 

In  1980,  it  is  our  intention  to  open  9  new  department  stores,  the  Bonvvit 
Teller  flagship  store  in  New  York  City  and  6  Plymouth  Shops  in  the  New  York 
metropolitan  area.  The  stores  to  be  opened  total  819,000  square  feet,  including 
one  store  in  St.  Paul,  Minnesota,  which  will  replace  an  outdated  store  now 
existing  in  that  market.  The  other  department  stores  will  be  opened  in  Boca 
Raton  and  Ocala,  Florida;  Houston,  Texas;  Bend,  Roseburg,  Salem  and  North 
Bend,  Oregon;  and  Bozeman,  Montana. 

Management  is  concerned  with  the  problem  of  inflation,  rising  interest  rates 
and  costs  of  doing  business,  the  prediction  of  a  slowdown  in  the  growth  of 
economic  activity,  problems  in  the  international  area  and  the  continued  growth 
of  government  bureaucracy  with  accelerating  activity  by  regulatory  author¬ 
ities,  such  as  the  recent  imposition  of  credit  controls.  However,  we  face 
these  problems  with  a  record  of  consistent  growth  and  increased  profitability 
and  the  knowledge  that  our  management  programs  and  policies  established 
in  the  past,  together  with  our  ability  to  adjust  to  the  changing  times,  should 
support  a  continuation  of  the  Company's  earnings  growth  pattern. 

We  are  fortunate  to  have  a  cadre  of  experienced  and  dedicated  employees 
and  a  Board  of  Directors  who  are  deeply  involved  in  the  Company's  activities 
and  are  able  to  draw  on  their  business  experiences  to  provide  counsel  and 
direction  to  management.  Our  customers  have  exhibited  a  loyalty  to  and 
understanding  of  the  Company's  policy  of  offering  merchandise  of  the  high¬ 
est  quality  and  fashion  provided  by  our  excellent  resources  at  prices  that 
are  fair  and  reasonable.  We  appreciate  their  patronage  and  have  every  con¬ 
fidence  it  will  continue  in!980. 


Respectfully  submitted, 


\v 


President  and  Chief  Executive  Officer 
Mayl,  1980 
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EARNINGS 


NET  EAR" 


N'jNGSTO  SALES. 


Net  earnings  in  1979  rose  i:o  a  record  $90.1  million  and  represented  an 
increase  of  9.5%  over  the  $82.3  million  earned  in  1978.  One  of  manage¬ 
ment's  pronounced  objectives  has  been  to  achieve  aifd  maintain  net  earn¬ 
ings  in  excess  or"  4%  of  sales.  1979  marked  the  first  step  in  the  realization  of 
these  goals,  earnings  being  4.08%  of  sales.  These  results  were  achieved 
despite  an  increasing  unfavorable  retailing  environment,  which  was 
adversely  impacted  by  the  energy  crisis,  inflation,  high  interest  rates,  and 
fears  of  greater  unemployment  and  recession.  Management  has  inten¬ 
sified  its  programs  to  maximize  profitability  through  more  aggressive 
sales  promotions,  improving  merchandise  mix  and  tighter  inventory, 
expense  and  credit  controls. 

A  summary  of  quarterly  financial  information,  showing  sales,  the 
results  of  operations,  per  share  earnings  and  dividends,  is  set  forth  on 
page  1  of  this  report,. 
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COMMON’  SIOCKHCi  f. 
IT:R  SHARP 


CAPHAUZAnCN 

■  Long-Term  Debt 
•  Stockholders'  Equity 


r]‘,\:AMCIAL  POSITION 

Cash  and  short-term  investments  at  February  2, 1980  were  $30.0  million 
•gginpared  with  S9J  3  million  at  the  prior  year  end.  Coupled  with  this 
decrease,  the  investment  in  property  and  equipment  increased  substan¬ 
tially  and  long-term  debt  was  reduced. 

Customers  accounts  receivable  at  year  end  were  $535.2  million,  com¬ 
pared  with  $487.6  million  at  February  3, 1979.  The  increase  was  due  to  the 
growth  in  credit  sales  during  the  year  and  to  the  ongoing  conversion  of 
regular  accounts  into  revolving  credit: accounts,  which  will  be  completed 
in  1980.  The  allowance  tor  possible  losses  on  collection  was  1.93%  and  1.85% 
or  gross  receivables  at  February  2, 1980  and  February  3, 1979,  respectively. 

Meichnndise  inventories  increased  only  1.5%  over  last  r  ear's  balances 
and  were  ai  satisfactory  levels  in  relationship  to  sales  volume.  The  ratio  of 
merchandise  inventories  (before  the  l.ifo  reserve)  at  February  2, 1980 
declined  to  14.8%  of  net  sales  from  15.1%  last  year,  and  inventory  shrink¬ 
age  during  the  year  remained  at  2%  of  sales. 

Net  working  capital  at  February  2, 1980  was  $514.9  million,  a  decrease  of 
$16.7  million  from  that  of  a  year  ago.  The  year  end  ratio  of  current  assets  to 
current  liabilities  was  2.4  tol,  compared  to  2.5  to  1  at  February  3, 1979. 

Long-term  debt  decreased  $20.7  million  during  the  year  to  $383.6  mil¬ 
lion,  which  was  the  lowest  in  nine  years.  On  the  other  hand,  common 
stockholders'  equity  increased  by  $63.0  million  to  $712.1  million  at  Febru¬ 
ary  2, 1980,  equivalent  to  $34.70  per  share,  which  was  the  highest  in  the 
Corporation's  history.  Total  stockholders'  equity  at  February  2, 1980  repre¬ 
sented  65.1%  of  total  capitalization  (the  sum  of  long-term  debt,  including 
capital  lease  obligations,  and  stockholders'  equity)  compared  with  61.8% 
at  the  prior  year  end. 
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FOUNDED  IN  ls>2l>  as  Hahn  Department  Sfegriis,  the  Company  was  originally 
comprised  of  28  independent  stores  with  combined  sales  of  $112  •  aillion.  Th 
personality  and  character  of  the  Company  began  to  take  shape  in  1935  vvhei 
IM4M E  11  was  reorSamzed  as  Allied  Stores  Corporation.  A  stron 

central  office  was  created  to  establish  operating  policies  f< 
the  stores,  providing  a  framework  for  direct  corporate  involvement  in  store 
management  yet  allowing  each  store  to  maintain  its  own  individuality  To  th 
vefj'cday,  the  combining  of  the  advantages  of  a  regional  department  store 
and  the  benefits  of  a  chain  is  fundamental  to  Allied's  success. 

Donaldson's  is  still  serving  shoppers  in  its  original  downtown  locations. 
However,  they  will  be  replaced  by  new  stores  in  St.  Paul  in  1980  and  in 
Minneapolis  in  1982,  as  part  of  center  city  revitalization  programs,  which 
should  enhance  Donaldson's  competitive  position  in  this  attractive  market. 
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INTHE  EARLY  1940's,  the  Company  participated  fully  in  the  increased  economic 
activity  brought  on  bv  World  War  II.  Following  the  war,  Allied  began  to 
open  new  stores  of  its  own,  rather  than  depending  solely  on  acquisitions. 

New  stores  were  launched  in  Houston,  Texas,  and  Spokane,  Washington. 

Maas  Brothers  opened  its  0 mi  branch  store  in  St.  Petersburg,  Florida, 
in  1948,  and  plans  were  then  being  formulated  for  a  major  expansion  of  that 
division  to  capitalize  on  the  rapid  population  growth  anticipated  for  the 
West  Coast  of  Florida.  Prospects  for  this  division  are  more  exciting  now  than 
they  were  30  years  ago. 


/1/laas  Broth 


7 
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OTA 


in  eight  states.  Of  major  importance  was  the  opening  by  Allied  of  the 
nation's  first,  regional  shopping  center  in  Northgate,  Washington,  a  few  miles 
north  of  Seattle.  This  center  was  anchored  by  a  major  "jar~aj  BBsT  SB  / 

branch  of  the  Bon  Marche.  The  Bon,  one  of  the  original  &  SiWbL  SlM&L M/W 
28  stores,  now  covers  the  Pacific  Northwest  with  27  stores  of  its  own. 

In  addition,  the  Jordan  Marsh  division  was  launched  in  Miami,  Florida, 
in  1956,  and  over  the  years  has  become  a  leader  in  the  Florida  East  Coast 
trading  area. 
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THE  DECADE  OFTHE  60's  was  a  period  of  impressive  expansion,  the  principal 
thrust  continuing  to  be  in  the  suburbs  of  areas  served  by  existing  Allied 
units.  At  the  end  of  the  decade,  suburban  stores  contributed  over  60%  of 
sales,  up  from  25%  ten  years  earlier.  This  was  of  major  significance  since 
Allied  was  now  well  positioned  to  capitalize  on  the  shift  in  the  American 
W ^  4SS!  population  to  suburbia. 

V  SSI  S3  Texas  was  an  area  of  major 

expansion  during  this  period,  with  nine  new  stores  opened  during  the 
1960's.  Not  only  will  Joske's  be  adding  more  stores  in  Texas  in  the  years 
ahead,  but  it  has  entered  the  attractive  Phoenix  market,  presenting  Allied 
with  a  new  growth  opportunity. 
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BECAUSE  THE  EXPANSION  PROGRAM  in  the  60's  was  accompanied  by  inconsis¬ 
tent  financial  performance,  new  store  openings  proceeded  at  a  less  rapid 
pace  during  the  1970's.  Attention  was  focused  on  programs  to  maximize 
aa  m  productivity  and  profitability  of  existing  units. 

b«&SbH^9  m  Improved  disciplines  and  controls  were  initiated  for 
IBS  Hill  I  invent°ries,  expenses  and  credit.  Merchandising 

Wvfli  B  strategy  was  strengthened  and  greater  emp>hasis  was 
(fa  |Q)  &  placed  on  more  profitable  merchandise  lines.  The  pro 

g  h  ||  a®  ^  |  grams  have  served  the  Company  well,  making  it  amoi 
BB&9&  B  the  most  profitable  of  department  store  companies. 

The  consolidation  of  the  Jordan  Marsh  store  in  downtown  Boston  in  1975-191 
to  a  more  modern  and  efficient  plant  has  laid  the  groundwork  for  the  divisi< 
programmed  expansion  outside  the  Boston  Metropolitan  area  in  the  19S0's. 
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WHAT  ARETHE  PLANS  LQRTHE  FUTURE?  Allied's  first  50  years 
have  given  it  a  solid  base  of  $2.2  billion  of  sales  and  $715 
million  of  stockholders'  equity  that  should  support  continuing  growth  in  the 
years  ahead.  Following^  J?t|riod  bf  tigjihl^epntrolled  expansion,  Allied  is  now 
poised  fora  step-up  in  the  pace  of  new  store  openings.  In  April  1979,  the 
BonwitTeller  and  Plymouth  Shops  groups  of  stores  were  acquired,  marking 
Allied's  entry  into  the  growing  women's  specialty  shop  retailing  field.  Manage¬ 
ment  is  looking  ahead  to  the  challenges  of  the  1980's 
and  is  determined  to  further  improve  its  position  as 
one  of  the  leading  companies  in  the  retail  industry. 

TELLER 


11 
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CON'SOUDATED  STATEMENT  (3F EARNINCS  AND  RETAILED  EARNINGS 


52  Weeks  Ended 
February  2,  PESO 

55  Weeks  Ended 
February  3. 1974 

i\;e!  sales  (inducing  leased  departments) 

$2,210,301,000 

$2,082,686,000 

.REVENUES  OF  REAL  ESTA1  E  OPERATIONS 

29,448,000 

25,253,000 

2,239.740,000 

2,  >  07,949, 00u 

co  sts  a  i\  n  t  x  r-s  &  cs 

Cost  of  poods  sold,  wihm;,  genera!  And 

■shown  below) 

1, 877.727. 000 

1,773/1 74, 000 

IdXinS,  thnn  income  taxes 

61.796  OiiC 

59.8.11,000 

Interest,  net 

32  '145  040 

31,284  00F) 

Re  nr 

251  %qtr  nnp 

DeDrece.tiuo, 

W  ,  ,4  ' 

35  837,000 

Main  to  ns;  toe  and  repairs 

17,659,000 

2,073,  f;!4, 090 

i. 949,690. 000 

Brr.,,;r  jiXU,M,  iAM< 

in, 4  70S  004 

158,249,000 

FEDERAL.  SUV!!:  AND  I.OCAE  INCOME  FAYES 

7ivMO,04d 

75,910,040 

\T1  FYRNINGs 

99,  >35.000 

82,339,000 

$4.41  for  1980  and  $4.08  for  1979;  assuming  full 
dilution  iivi.i  con version  of  debentures  amt 
exercise  of  options,.  $4.35  and  $3  98,  respectively) 

RETAINED  EARNINGS  AT  BEGINNING  OF  YEAR 

455,229,000 

399,331,000 

545,364,000 

481,670,000 

CASH  DIVIDENDS 

Cumulative  Preferred  Stock— $4.00  per  share 

180,000 

203,000 

Common  Stock— $1.55  per  share  in  1980  and 

$1.30  per  share  in  1979 

31,662,000 

26,238,000. 

31,842,000 ,  ' 

.  26,441,000 

RETAINED  EARNINGS  AT  END  OE  YEAR 

$  513,522,000  , 

$  455,229,000 

See  notes  to  consolidated  financial  statements  on  pages  16  to  19. 
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PREFERRED  STOCK 

$  3,014,000 

$  4,806,000 

COMMON  STOCKHOLDERS'  EQUITY 

Common  Stock,  no  par  value;  authorized  30,000,000 
shares;  outstanding  (smuenr  fixed  at  $1.00 per  shai 

re)  20,522,000 

20,318,000 

Capital  surplus 

178,031,000 

173,525,000 

Retained  earnings 

513,522,000- 

455,229,000 

TOTAL. COMMON  STOCKHOLDERS'  EQUITY' 

712,075,000 

649,072,000 

STOCKHOLDERS'  EQUITY 

$  715,089,000 

S  653,878,000 

See  notes  fu  consolidated' (IhaRcui'statvments  on  pages  16 to  19. 
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Alhcd  Stores  Corporation  and  Subsidiaries 

CONSOLIDATED  STATEMENT  OF  CHANGES it*  MNANCIA1.  POSCiiON 


i'obruarv  2  ITT  February  A  D71’ 


S  90, 1?5,000 

5  02.339,000 

Depreciation 

38,?2<S,090 

35,807.000 

Increase  jp  deierred  federal  income  taxes 

2,-118,0011 

1,988,000 

V Verkin;',  capital  provided  from  ®g|ations 

1  ’0,77-kOHO 

■20, PC, 1100 

2b,  i OS, 000 

25,T-:n,000 

Mew  ioiie.-i.erm  deb; 

i  tf  ,450,000 

Common  slock  ,ssued 

5580,000 

l3. 262,000 

Decrease  in  oilier  assets 

Pot  000 

— 

CP,  DC,  000 

177,614,00;' 

12  t, 734, 000 

p;,;; 

Reduction  in  long-term  debt 

34, 132,1)00 

38,8  I  1,001; 

Dividends  paid 

3  i,  842, 000 

26C41 ,000 

Common  siock  repurchases 

1,503,000 

735,000 

Preferred  stock  lepurchases 

1,129,000 

212,000 

Increase  in  other  asset. 

— 

3,852,000 

193,370,0011 

142,703,000 

1  NCR  EASE  ( DECK!:  \SF)  IN  NIT  CURRENT  ASSETS 

$(16,687,000) 

9  34,911,000 

INCREASES  (DECREASES)  IN  NET  CURRENT  ASSETS 


Cash 

S  (7, 227,000) 

$  2,264,000 

Short-term  investments 

(54,000.000) 

9,000,000 

/Accounts  receivable 

53,391,000 

28,902,000 

Merchandise  inventories 

4,266,000 

15,228,000 

Prepaid  expenses 

1,961,000 

887,000 

Accounts  payable  and  accrued  expenses 

(11,214,000) 

(15,415,000) 

Taxes,  other  than  federal  income  taxes 

(1,399,000) 

(1,994,000) 

Federal  income  taxes 

(5,442,000) 

(10,690,000) 

Motes  payable  and  current  maturities  of  long-term  debt 

2,977,000 

6,729,000 

INCREASE  (DECREASE)  IN  NET  CURRENT  ASSETS 

$(16,687,000) 

$  34,911,000 

See  notes  to  consolidated  financial  statements  on  pages  IS  to  19. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Allied  Store;  corporation  and  Subsidiaries 
-  NOS  ES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


BUSINESS 

Allied  Store;  Corporation,  a  wading  department  store 
orgar.wupon,  operates  d'b  stores  throughout  the  United 
States  w  hie  It  sell  a  view  range  of  merchandise,  including 
apparel,  cosmetics,  home  furnishings  and  other  home 


me  men  Sana’  ,  m  ib^d'anes  Allied  ST, n  -.Cn  dr 
Corporation  and  Adores  Realty  Corporation  Condensed 
financin'!  statements  of  the  c-edit  and  reai  estate  sub- 

huvn  fortes  Merchandise  inventories  are  stated  at  the 
!o"  er  oi  cost  or  market  determined  by  tire  letail  inventory 
method  using,  as  to  approximately  80%  of  the  inventories, 
the  hfo  (last-in,  fir.-d-out)  rnetr,od.'lnvenU,-nos  are  stated  at 
8 '42,592,000  in  M80  and  533,412,000  in  197')  iess  than  if  the 
first-in,  first-out  basis  had  bee  rinsed. 

Property  and  Equipment:  Properties  are  recorded  at  cost 
and  depreciation  is  computed  on  a  straight-line  basis  over 
the  estimated  useful  lives  of  the  assets,  or,  in  the  case  of 
leasehold  improvements,  over  the  lives  of  the  respective 
leases,  if  shorter.  The  estimated  useful  lives  for  deprecia¬ 
tion  of  the  principal  properties  are:  siuie  buildings  and 
warehouses,  40  to  50  years;  elevators,  escalators  and  build¬ 
ing  equipment,  20 years;  store  and  office  fixtures  and 
equipment,  10  to!5years;  floor  coverings  and  automotive 
equipment,  5  years.  Capitalized  leases  are  amortized  over 
the  respective  lease  terms. 

Federal  Income  Taxes:  The  provision  for  federal  income 
taxes  includes  amounts  which  will  not  be  paid  until  fulitre 
years.  This  deferral  results  primarily  from  the  use,  for  tax 
purposes,  of  accelerated  depreciation  and  of  the  instalment 
method  of  accounting  for  sales.  The  deferral  resulting 
from  the  latter  is  included  with  current  liabilities  and  has 
been  reduced  by  the  tax  effect  of  other  timing  differences. 
The  investment  tax  credit,  accounted  for  by  the  flow¬ 
through  method  and  reflected  as  a  reduction  in  the  current 
federal  income  tax  provision,  was  $4,900,000  for  the  year 
ended  February  2, 1980  compared  with  $3,175,000  for  the 
previous  year. 


INCOM$Pj\ES 


The  provision  for  income  taxes  consists  of: 


The  effective  incofgjpfax  rfif^a  wore  4S,?%  in  1980  and 
48.0%  in  1979,  consisting  or  federal  taxes  of  42.9% 
and  45.6%  and  start  and  local  taxes  of  3.0%  and  2.4%, 
respectively. 


ACCOUNTS  RECEIVABLE— CUS  I'OMERS 

February'  2, 1980 

February  3, 

Revolving  credit  accounts 

Regular  accounts 

5490,637,000 

52,337,000 

2,764,000 

5437,014,000 

51,993,000 

7,757,000 

Less  allowance  for  possible  losses 
on  collection 

545,738,000 

10,511,000 

4%, 764, 000 

9,205,000 

$535,227,000 

$487,559,000 

TROPERTYAND  EQUIPMENT— AT  COST 

Buildings,  improvements  and 
equipment 

Store  fixtures  and  equipment 
improvements  in  progress 

$  58,207,000 

422,202.000 

265,373,000 

17,070,000 

S  59,902,000 

396,241,000 

235,089,000 

21,814,000 

Less  accumulated  depredation 

762,852,000 

243,385,000 

713,046,000 

248,477,000 

519,467,000 

464,569,000 

Capitalized  leases,  net  of  amortization 

72,688,000 

67,186,000 

5592,155,000 

$531,755,000 
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ningofyear  520,318 
Issued  under 
stock  option 


3,525,000  $19,739,000  5161,413,000 


Allied  Stores  Credit  Corporation 
73/i>%-9.20o/o  notes  ($10,000,000  d 
annually  February  15,  1981, 1982 
and  1985) 

Alstores  Realty  Corporation  and 
subsidiaries  notes  and  bonds 
Capitalized  lease  obligations 


As  of  February 2, 1980,  notes  and  bonds  of  Alstores  Realty 
Corporation  and  subsidiaries  were  payable  as  follows 
during  the  next  five  fiscal  years;  1980-$U,6S1,OO0;  1981- 
$13,586,000;  1982-$12,853,090;  1983-3.15,519,000, 1984- 
$14,698,000  and  the  balance  through 2008.  This  indebted¬ 
ness  bears  interest  at  therbiiowing  rates;  4%-4  %  %, ' 
$2,668,000;  $36,814,000;  6%-6¥4%,  $16,803,000; 

7¥<%-7¥»%,  $23,675,000;  8¥t%-8¥*%,  $52,336,000; 
9%-9%%,  $98, 976)00G;1O%- IQYj %,  $24,858,000.  Subpfeui-  J. 


stock  -  ,  663,000  -  ,  165,000. 

Repurchase  of  ; 

common  stock  (69,000)  (1,464,000)  (34,000)  (701,000) 

Balance,  end  - 

of  year  $20,522,000^  6176,031,000-  520,318.000  Si73,525;000  ? 

Of  the  442,973  shares  of  CoHjtnon  Stock reserved  at  fisbrup 
ary  2, 1980  for  issuance  to  officers  and  empioyees.ii‘ndSr  ~ 
a  stock  option  plan,  117.264  were  under  •>' > 
purchase  at $19.88  per  share.  *  t  .7y  -  „  , 


able  at  February  2,1  ^  V 
cised  for  the  purchase  ..  54./F 
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Allied  Stores  Corporation  and  Subsidiaries 
NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


cer  shsro.  and  options  tor  19,131  shares  were  cancelled. 
Options  were  priced  at  100%  of  the  lair  rnmTot  cclue  at 
date  of  grant  and  expire  five  or  ten  yeais  irorn  said  date 
Tire  Corporation's  restricted  stock  incentive  plan  pro 
viclcs  tor  the  award  of  a  maximum  .if  250,000  shares  of 
Common  Stoc1  hi-  C.ud  npl-i.i  Ahaicxv. 
av-xir-ded  msv  noi  he  released  to  the  recipients  until  lire 
expo  a  lion  of  fiom  one  to  five  years  of  continuous  cropiov- 
ment  (tire  restricted  period).  The  total  market  value  on  the 
award  date  is  charged  to  earnings  over  the  applicable 

area  ued,  m.i  51  i  shai ,  an  arded  in  ti  cviouova 
Uvfeued.  As  or  February  2, 1980,  94,500  awarded  short 


RETIREMENT  AND  PROFIT  SHARING  TROGRaM 
In  accdilfiince  with  the  terms  of  the  Retirement  Benefit 
segment  of  the  Retirement  Benefit  &  Profit  Shaang-Smcst- 
rner.t  Program  covering  substantially  all  full-time  employ¬ 
ees,  the  Corporation  provided  511,647,000  duri&ieyear 
ended  February  2,  I960  ($10,624,000  in  the  previous  year), 
including  $2,455,000  ($1,994,000  in  the  piior  year)  for  amor¬ 
tization  of  past  service  costs  over  a  30  year  period  As  of 
February  2, 1980,  the  unfunded  liability  for  prior  service 
was  estimated  at  $45,400,000  ($32,100,000  at  February 
3, 1979)  and  the  estimated  value  of  vested  benefits  exceeded 
the  market  value  of  the  piaris  assets  by  approximately 
$11,000,000  ($5,400,000  at  February  3..  1979). 

The  estimated  unfunded  liability  for  prior  service  and 
the  estimated  vested  unfunded  liability  as  of  February  2, 

1980  reflect  the  net  effect  of  certain  improvements  arid  of 
changes  in  actuarial  assumptions  in  the  Retirement  Benefit 
segment  of  the  Program  which  were  adopted  January  1, 

1980.  It  is  estimated  that  these  changes  will  result  in  an  in 
crease  in  annual  pension  cost  for  1980  of  approximately  10%. 

The  Profit  Sharing-Investment  segment  of  the  Program' 
covers  ail  eligible  employees  who  elect  to  contribute 
theretoprhe  Corporation's  contribution  is  based  on  the 
percentage  of  net  earnings  to  net  sales.  For  the  year 
ended  February  2, 1980,  such  contribution  amounted  to 
$9,700,000  ($6,800,000  irf  the  previous  year). 


COSTS  AND  EXPENSES  A  .  " 

Costs  and  expenses  may  also  be  presented  for  the  respec¬ 
tive  years  as  follows:  Cost  of  goods  sold,  including  buying 
arioccupancy  costs  $1,563,254,000  and  $1,410,590,000;  sell¬ 
ing,  general  and  administrative  expenses  $536,815,000  and 
$507,816,000  interest  $32,945,000  and  $31,28-4,000. 


RENTALS  AND  LEASE  COMMITM^ul 

*  loncandei  entered  into  t  v  die  Corporation  ana 

its  su  -  -_F  for  various  retail  stores,  fix¬ 
tures  ^  T  ■  ;  ■  ,  •  office  facilities. 


The  leases  usually  contain  renewal  options  and  provide  tor 
the  pnvmenl  by  the  lessee  of  reai  estate  taxes  and  other 

exp(§^p#|i||h C.  in  t  u  tain  instances,  increased  rentals  based 

Property  and  equipment  under  capital  leases  consists  of 
the  following: 


U„SMliml:„w|J1Ml,,ai0n 

HxckoS 

5  72  688  000 

S  b7.18n.OO0 

Future  minimum  lease  payments  under  noncancc-Iablc 
leases  as  of  February  2, 1980  arc  as  follows: 

W83 

19S-1 

1 iUTL-ilt'k-I 

254,195,000 

$  1-1,012,000 
13,491,  OvO 
13.220,000 
12,139,000 

131,239,000 

Total  minimum  lease  payments 

$3-40,478,000 

195.076,000 

Less:  Executory  costs 

Interest  ' 

29,014,000 

75,383,000 

Capitalized  lease  obligations,  including 
current  maturities  of  $5,778,000 

S  90.679,000 

Rent  expense  consists  of  the  following: 

52  Weeks  Ended 
February  2, 1980 

53  Weeks  Ended 
February  X  *1^79 

Minimum  rentals 

Percentage  rentals  (indudes 
$2,432,000  in  1980  and  $2,107,000 
in  1979  applicable  to  capital  leases) 

S  23,613,000 

9,345,000 

$  22,873,000 

9,022,000 

$  32,958,000 

S  31,895,000 

The  impact  of  lease  capitalization  on  the  Consolidated 
Statement  of  Earnings  and  Retained  Earnings  is  as  follows: 

increase  (Decrease) 

52  Weeks  Ended 
February  2,1980 

53  Weeks  Ended 
February  3, 1979 

Cost  of  goods  sold,  selling,  general 
and  administrative  expenses 
(exclusive  of  items  shown  below) 
Interest 

Rent 

Depredation 

Federal  income  taxes . 

5  1,544,000 
6,794,000 
(.13,378,000) 
6,444,000 
(416,000) 

$  1,592,000 
5,709,000 
(11,976,000) 
5,482)000 
(387,000) 

Net  earningS  ; 

S  :  -  (488,000) 

-.  $  (420, 000) 
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INFORMATION  ON  LFFECTS  OF  INFLATION  (UNAUDITED) 

In  1 979,  Statement  No  33  was  issued  by  the  Financial 
Accounting  Standards  Board  (FASB)  which  requires  that 
the  “Constant  Dollar"  method  be  utilized  to  measure 
certain  effects  of  general  inflation  on  the  financial  infor¬ 
mation  of  a  business  enterprise.  Preparers  and  users  of 
financial  reports  have  not  yet  reached  a  consensus  on  the 
usefulness  of  the  “Constant  Dollar"  method.  However, 
the  FASB  concluded  that  it  was  unlikely  that  a  consensus 
would  be  reached  until  further  experience  had  been 
gaine&and  further  experimentation  conducted  with 
respect  to  such  information. 

Under  the  “Constant  Dollar"  method,  the  historical 
dollars  which  are  included  in  the  conventional  accounting 
data  are  restated  into  dollars  having  a  common  purchas¬ 
ing  power.  This  is  accomplished  by  converting  historical 
costs  into  dollars  'with  a  purchasing  power  equivalent 
to  the  average  purchasing  power  ol  the  dollar  for  the 
fiscal  year  ended  February  2, 1930,  as  measured  by  the 
Consumer  Price  Index  for  All  Urban  Consumers  (CPI-U), 
which  increased  by  Tl.6%  during  the  year. 

Certain  data  for  1979,  adjusted  for  general  inflation  in 
accordance  with  FASB  Statement  No.  33,  is  as  follows. 


of  Labor.  Traditionally,  the  Corporation  has  been  able  to 
follow  a  policy  of  adjusting  selling  prices  so  as  to  counter 
the  effects  of  inflation  on  merchandise  and  operating 
costs.  Consequently,  management  does  not  believe  thai 
the  impact  of  inflation  on  the  Corporation's  operations 
has  been  as  severe  as  that  indicated  in  the  required 
tables  presented  herein, 

Five-year  selected  financial  data,  adjusted  for  general 
inflation  in  accordance  with  FASB  Statement  No.  33,  plus 
restatement  of  sales  using  the  BLS  index,  are  as  follows: 

_ _ 1979  1973  1977  1976  1975 

Net  sales  (in  millions): 

CPI-U  $2,210  $2,325  $2,298  .  S2.307  $2,380 

ELS  2,210  2,203  2,118  2,068  2,108 

Dividends  paid  Der 

common  share'  $1.55  $1.45  $1.26  $1.12  $1,05 

Market  price  per 


year-end  $22%  $24%  $23%  $27%  $  32% 

Average  CPI-U 

.  (1967*100.0)  219.8  196.9  182.5  171.2  162.1, 


Al'ied  Store'  Corporation  and  Subsidiaries 
REPORTS  OF  MANAGE  MEN  f  A  NO  ACCOUNTANTS 


employees.  louche  Ross  &  Co. 


Touche  Ross  &  Co.,  has  examined  the  accompanying  1633  Broadway,  New  York,  N.Y.  10019  April  22, 1980 

consolidated  financial  statements  of  Allied  Stores  Corpora¬ 
tion  and  subsidiaries. 'I  heir  report,  which  appears  on  this 
page,  indicates  that  their  examinations  were  made  in  accord¬ 
ance  with  generally  accepted  auditing  standards.  These 
standards  included  a  review'  of  the  Corporation's  system  of 
internal  accounting  control  as  an  integral  part  of  their 
examinations  of  the  financial  statements. 

The  Board  of  Directors  has  an  Audit  and  Finance  Commit¬ 
tee,  consisting  of  seven  outside  directors.  The  duties  of  tire 
Committee  include  keeping  informed  of  the  financial  condi¬ 
tion  of  the  Corporation  and  reviewing  its  financial  policies 
and  procedures,  its  internal  accounting  controls  and  the 
objectivity  of  its  financial  reporting.  Both  Touche  Ross  &  Co. 
and  the  internal  auditors  have  free  access  to  the  Audit  and 
Finance  Committee  and  meet  with  if  periodically,  with  and 
without  management  present 


Thomas  M.  Macioce 

President  and  Chief  Executive  Officer 


r - 

Howard  E.  tfaiskr'  ,  ' 

Senior  Vice  Resident,  Finance 
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PRF.FERRED^pCK 

$  3,014,000 

$  4,806,000 

COMMON  STOCKHOLDERS'  EQUITY 

Common  Stock,  no  par  value;  authorized  30,000,000 
shares;  outstanding  (amount  fixed  at  $1.00  per  shar 

e)  20,522,000 

20,318,000 

Capital  surplus 

178,031,000 

173,525,000 

Retained  earnings 

513,522,000 

455,7.29,000 

TOTAL  COMMON  STOCKHOLDERS'  EQUITY 

712,075.000 

649,072,000 

STOCKHOLDERS'  EQUITY 

$  715,089,000 

$  653,878,000 

See  notes  !o  consolidated  financUr  statements  on  pages  1 6  to  19 
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52  Wee j. s  Ended  53  VvoeW  Ended 

February  2, 1980  February  3,  1979 


NEt  tsm-tu  (inducing  leased  departments) 
REVENUES  OF  REAL  ESTATE  OPERATIONS 

52,210,20 1,000 
29,448,000 

52,082,636.000 

25,253,000 

2,239, 749, C-CO 

2,1.07,939,000 

COSTS  AND  EXPENSES 

Cost  of  goods  sold,  selling,  genera!  and 
administrative  expenses  (exclusive  of  items 

shown  below) 

1,887,727,000 

1,773,174,000 

Taxes,  other  than  income  taxes 

61,796,000 

59,841,000 

Interest,  net 

32,945,000 

31.284,000 

Kent 

32,958,000 

31,895,000 

Depredation 

38,226,000 

35,837,000 

Maintenance  and  repairs 

19,362,000 

17,659,000 

2,073,014,000  : 

1,949,690,000, 

EARNINGS  BEFORE  INCOME  TAXES 

166,735,000 

-158,249,000 

FEDERAL,  STATE  AND  LOCAL  INCOME  TAXES 

76,600,000 

'  75,97.0,000 

NET  EARNINGS 

90,135.000 

82,339,000 

(Per  share  of  Common  Stock,  based  on  average  ■  - 

shares  outstanding  and  after  preferred  dividends: 

$4.41  for  1980  and  $4:08  for  1979;  assuming  full 

dilution  from  conversion  of  debentures  and 

ice 

exercise  of  options,  $4.35  and  $3.98,  respective!!/) 

RETAINED  EARNINGS  AT  BEGINNING  OF  YEAR 

-  455,229,000  ‘ 

39?, 331,0617 

-  545,364,000  - 

CASH  DIVIDENDS  '  - 

Cumulative  Preferred  Stock— $4.00  per  share  w 

180,000 

K  i»>x" 

Common  Stock~$1.55  per  share  in  1980  and  _  : 

$1.30  per  share  in  1979  .  ,  ' 

31,662,000 

26,238,000- 

5  31,842,000 

26  •  . 

RETAINED  EARNINGS  AT  END  OE  YEAR 

"  S  513.522,000 

'  S  455,229,  000 

See  notes  to  consolidated  financial  statements  on  pages  16  to  1.9. 
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CURRENT  ASSETS 


Cash  5 

i  11,023,000 

S  18,250,000 

-Short-term  investments,  at  cost-approximating  market 

000, 000 

73,000,000 

Accounts  receivable 

Customers 

533,227,000 

487,559,000 

Suppliers  and  others 

17,383,000 

11,660,000 

Merchandise  inventories 

285,357,000 

281,091,000 

Prepaid  expenses 

13,555,000 

11,594,000 

TOTAL  CURRENT  ASSETS 

881,545,000 

883,154,000 

CURRENT  LIABILITIES 

Accounts  payable 

179,281,000 

167,366,000 

Accrued  expenses 

57,192,000 

57,893,000 

Taxes,  other  than  federal  income  taxes 

33,240,000 

31,841,000 

Federal  in  come  taxes 

Current 

17,713,000 

24,670,000 

Deferred 

61,736,000 

49,337,000 

Long-term  debt  due  within  one  year 

17,481,000 

20,458,000 

TOTAL  CURRENT  LIABILITIES 

366,643,000 

351,565,000 

NET  CURRENT  ASSETS 

514,902,000 

531,589,000 

OTHER  ASSETS 

12,911,000 

13,677,000 

PROPERTY  AND  EQUIPMENT 

592,155,000 

531,755,000 

1,119,968,000 

1,077,021,000 

LONG-TERM  DEBT 

383,610,000 

404,292,000 

DEFERRED  FEDERAL  INCOME  TAXES 

21,269,000 

18,851,000 

STOCKHOLDERS' EQUITY  ,  .  .  $ 

715,089,000 

$  653,878,000 

PREFERRED  STOCK  ~  $ 

3,014,000 

$  4,806,000 

COMMON  STOCKHOLDERS  EQUITY 

Common  Stock,  no  par  value;  authorized  30,009,000 

,  shares;  outstanding (amoanr tixed at$1.00pershare) 

20,522,000 

20,318,000 

Capital  surplus 

178,031,000 

173,525,000 

Retained  earnings 

513,522,000. 

455,229,000 

TOTAL  COMMON  STOCKHOLDERS’  EQUITY  . 

712,075.000 

649,072,000 

fnocKnoi.PERS- rourry  S 

3  653,878,000 
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545,364.000 

481,670,000 

eAfjpiVIDKNDS 

Cumulative  Preferred  Stock— $4.00  per  share 

150,000 

203,000 

Common  Stock~$i.55  per  share  in  J 980  and 
$1.30  per  share  in  1979 

31,662,000 

26/238,000 

31,342,000 

26,441,000 

RETAINED  EARNINGS  AT  END  OF  YEAR 

$  513,522,000 

$  455,229, 000 

See  notes  to  consolidated  financial  statements  on  pages  16  to  '<9. 
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S  h  o  il ~  t  e  r rv i  i  n  ve  t,  t  m  e  n  l  s 

•5  i, fif’d, (’00) 

9.000.000 

A  cco  u  n  t  s  r e c o  i va  b  I  e 

S3, 301, 000 

28,902,000 

ivlerch  a  n  ci  i  s  e  i •  l \  e n  t o ri es 

4,266,000 

13,228,000 

Fr  epai  a  exp  eases 

1,061,000 

837,000 

Accounts  payable  and  accrued  expenses 

(1 1,214,000) 

(15,415,000) 

Taxes,  other  than  federal  income  taxes 

(1,399,000) 

(1,994,000) 

Federal  income  taxes 

(5,442,000) 

(10,690,000) 

Motes  payable  and  current  maturities  of  long-ten 

n  debt  2,977,000 

6,729,000 

INCREASE  (DECREASE)  IN  NET  CURRENT  ASSETS 

$(16,687,000) 

$  34,911,000 

See  notes  to  consolidated  financial  statements  on  pages  To  to  19. 
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leases,  it  shorter.  The  estimated  useful  lives  for  depi ecia- 
Eion  of  the  principal  properties  are:  slew  building::,  and 
warehouses,  40  to  50  years;  elevators,  escalators  and  build¬ 
ing  equipment,  20 years;  store  and  office  fixtures  and 
equipment,  10  to  15  years;  floor  coverings  and  automotive 
equipment,  5  years.  Capitalized  leases  are  amortized  over 
the  respective  lease  terms. 

Federal  Income  Faxes:  The  provision  for  federal  income 
taxes  includes  amounts  which  will  not  be  paid  until  future 
years.  This  deferral  results  primarily  from  the  use,  for  tax 
purposes,  of  accelerated  depreciation  and  of  the  instalment 
method  of  accounting  for  saies.  The  deferral  resulting 
from  the  latter  is  included  with  current  liabilities  and  has 
been  reduced  by  the  tax  effect  of  other  timing  differences. 
The  investment  tax  credit,  accounted  for  by  the  flow¬ 
through  method  and  reflected  as  a  reduction  in  the  current 
federal  income  tax  provision,  was  $4,900,000  for  the  year 
ended  February  2, 1980  compared  with  $3,175,000  for  the 
previous  year. 


ACCOUNTS  RECEIVABLE— CL's  IT 

3MERS 

r-ebru  tv  1  OX 

Revolving  credit  accounts 

5490,637,000 

$437,014,000 

Instalment  account? 

52,337,000 

51,993,000 

Regular  accounts 

2,704,000 

7,757,000 

Less  uliewence  for  possible  losses 

545,738,000 

496,714,000 

or.  collection 

10,511,000 

9,205,000 

$535,22 7,000 

5487,559,000 

PROPERTY  AND  EQUIPMENT- 

-AT  COST 

Land 

S  58,207,000 

S  59,902,000 

Buildings,  improvement.,  end 

equipment 

422,202.000 

396,241,000 

Store  fixtures  and  equipment 

265,373,000 

2.15,089,000 

Improvements  in  progress 

17,070,000 

21,814,000 

762,852,000 

713,046,000 

Less  accumulated  depreciation 

243,385,000 

248,477,000 

519,467,000 

464,569,000 

Capitalized  leases,  net  of  a  mortis 

union  72,688,000 

67,186,000 

5592/155,000 

5531,755,000 
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As  of  February  2, 1980,  notes  and  bonds  of  Alstores  Realty  Of  the  442,973  shares  of  Common  Stock  reserved  at  Febru- 
Corporation  and  subsidiaries  were  payable  as  follows  ary  2, 1980  for  issuance  to  officers  and  employees  under  ~ 

during  the  next  five  fiscal  years:  1980-$!!, 681, 000;  1981-  a  stock  option  plan,  117,264  were  under  options  for 

$13,586,000;  1982-$12, 853, 000;  1983-$15,519,000;  1984-  purchase  at  $19.88  per  share.  Of  these,  76,783  wefe  exe mif- , 

$14,698,000  and  the  balance  through  2008.  This  indebted-  able  atFebruary  2,  l^;:Ch^^'th.elye^,.bpiti^  i^e.e)(er': 
ness  bears  interest  at  the  rofiowing  rates:  4%-4%  %,  cised  for  the  purchase  of  54,282  shares  at$llt69;dh<d$19.8S;: 

$2,668,000;  5%-53A%,  $36,814,000;  6%-6%%,  $16,803,000;  ,,  '  ‘5 

7%%-7%%,  $23,675,000;  8V<i%-8?A%,  $52:536,000;  ^  t  :  -:.v 

$98,976,000,10%- 10-/2%,  $24,858,000.  Substair-  r 
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Allied  Stores  Corporation  and  Subsidiaries 
NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


persbsre.  and  options  tor  19,131  shares  were  cancelled. 
Options  were  priced  at  11)0%  of  the  iair  market  value  at  the 
date  ol  grant  and  expire  five  or  ten  vears  from  said  date. 

The  Corporation's  restricted  stock  incentive  plan  pro¬ 
vides  Or  the  award  of  a  maximum  of  230,000  shares  of 
Common  Stock  to  selected  key  employees.  Shares  so 
awarded  rosy  not  he  released  to  the  recipients  until  the 
expuaiion  of  trom  one  to  five  years  of  continuous  employ¬ 
ment  (the  re&trictcd  period).  'Lire  tofai  market  value  on  the 
award  dots'  is  charged  to  earnings  over  the  applicable 

awarded,  and  500  shares  awarded  m  the  previous  war  were 
idneited.  As  or  February  2, 1980,  94,500  awarded  shares 


RETIREMENT  AND  PROFIT  SHAKING  PROGRAM 
in  accordance  with  the  terms  of  the  Retirement  Benefit 
segment  of  the  Retirement  Benefit  &  Profit  Sharing-Invest¬ 
ment  Program  covering  substantially  all  full-time  employ¬ 
ees,  the  Corporation  provided  $11,647,000  during  the  year 
ended  February  2.  I960  ($10,624,000  in  the  previous  year), 
including  $2,455,000  ($1,994,000  in  the  prior  year)  for  amor¬ 
tization  of  past  service  costs  over  a  30  year  period.  As  of 
February  2, 1980,  the  unfunded  liability  for  prior  service 
was  estimated  at  $45,400,000  ($32,100,000  at  February 
3, 1979)  and  the  estimated  value  of  vested  benefits  exceeded 
the  market  value  of  the  pian's  assets  by  approximately 
$11,000,000  ($5,400,000  at  February  3, 1979). 

The  estimated  unfunded  liability  for  prior  service  and 
the  estimated  vested  unfunded  liability  as  of  February  2, 

1980  reflect  the  net  effect  of  certain  improvements  and  of 
changes  in  actuarial  assumptions  in  the  Retirement  Benefit 
segment  of  the  Program  which  were  adopted  January  1, 

1980.  It  is  estimated  that  these  changes  will  result  in  an  in 
crease  in  annual  pension  cost  for  1980  of  approximately  10%. 

The  Profit  Sharing-Investment  segment  of  the  Program' 
covers  ail  eligible  employees  who  elect  to  contribute 
thereto,.  .The  Corporation's  contribution  is  based  on  the 
percentage  of  net  earnings  to  net  sales.  For  the  year 
ended  February  2, 1980,  such  contribution  amounted  to 
$9,700,000  ($6,800,000  irTthe  previous  year). 


COSTS  AND  EXPENSES  V  C 

Costs  and  expenses  may  also  be  presented  for  the  respec¬ 
tive  years  as  follows:  Costof  goods  sold,  including  buying 
ar  i  occupancy  costsSl,  593,254,  GOO  and  $1,410,590,000;  sell¬ 
ing,  general  and  administrative  expenses  $536,815,000  and 
$507,816,000;  interest  $32,945,000  and  $31,284,000. 


RENTAL  S  AN  ID  LEASE  COMMITMENT!  _ 

NoncandeiabW  -  '  entered  into  by  the  Corporation  and 

itssubsi  <  _•  i  for  various  retail  stores,  fix¬ 
tures  ■  •  '  1' '  '  cnsfngand  office  fadMes. 


The  ieases  usually  contain  renewal  options  and  provide  for 
payment  by  the  lessee  of  real  estate  taxes  and  other 
expenses  and.  in  certain  instances,  increased  rentals  based 
on  percentage  of  sales. 

iToperty  and  equipment  under  capital  leases  consists  of 
the  following: 


Build;!!;’?,  improvements 

L  ,-,s  accumulated  .imorii/.-.uon  mtMiMi)  'l-NMO  0(13 

5  72. 888,0011 

$  67.18c, 500 

k  a  es  a-  ur  ft  b.uan  2,  Fb'Oa 

nts  under  none, 
e  as  follow,  s: 

ncciable 

ivy  3 

254,195,000 

S  14,012,000 

131,239,000 

Total  minimum  lease  payments 

$340,178,000 

195.076,000 

U'SS 

29,014,000 

73,383.000 

Capitalized  lease  obligations,  including 
current  maturities  of  $5,778,000 

$  90,679,000 

Rent  expense  consists  of  the  following: 

52  Weeks  Ended 
February  2, 1980 

53  Weeks  Ended 
February  3,  7979 

Minimum  rentals 

Percentage  rentals  (includes 
$2,432,000  in  1980  and  $2,107,000 
in  1979  applicable  to  capital  leases) 

S  23,613,000 

9,345,000 

$  22,873,t)tJ0 

9,022,000 

$  32,958,000 

$  31,895,000 

The  impact  of  lease  capitalization  on  the  Consolidated 
Statement  of  Earnings  and  Retained  Earnings  is  as  follows: 

increase  (Decrease) 

52  Weeks  Ended 
February  2, 1980 

53  Weeks  Ended 
February  3, 1979 

Cost  of  goods  sold,  selling,  genera, 
and  administrative  expenses 
(exclusive  of  items  shown  below) 
Interest 

Rent 

Depredation 

Federal  income  taxes 

S  1 ,544,000 
6,794,000 
(13.878,000) 
6,444,000 
'  (416,000) 

$  1,592,000 
5,709,000 
(11,976,000) 
5,482:000 
(387,000) 

Net  earningfi  - 

S  :  •  (488,000) ' 

-  $  (420,000) 
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INFORMATION  ON  EFFECTS  OF  INFLATION  (UNAUDITED) 

In  1979,  Statement  No.  33  was  issued  by  the  Financial 
Accounting  Standards  Board  (FASB)  which  requires  that 
the  "Constant  Dollar"  method  be  utilized  to  measure 
certam-effpcfeof  general  inflation  on  the  financial  infor¬ 
mation  of  a  business  enterprise.  Preparers  and  users  of 
financial  reports  have  not  yet  reached  a  consensus  on  the 
usefulness  of  the  "Constant  Dollar"  method.  However, 
the  FASB  concluded  that  it  was  unlikely  that  a  consensus 
would  be  reached  until  further  experience  had  been 
gainedand  further  experimentation  conducted  with 
respect  to  such  information. 

Under  the  "Constant  Dollar"  method,  the  historical 
dollars  which  are  included  in  the  conventional  accounting 
data  are  restated  into  dollars  having  a  common  purchas¬ 
ing  power.  This  is  accomplished  by  converting  historical 
costs  into  dollars  with  a  purchasing  power  equivalent 
to  the  average  purchasing  power  of  the  dollar  for  the 
fiscal  year  ended  February  2, 1930,  as  measured  by  the 
Consumer  Price  Index  for  All  Urban  Consumers  (CPl-U), 
which  increased  by  11.6%  during  the  year. 

Certain  data  for.1979,  adjusted  for  general  inflation  in 
accordance  with  FASB  Statement  No.  33,  is  as  follows: 


Corporation.  In  addition,  the  CPI-U  (11 .6%)  encompasses 
such  costs  as  energy  and  housing  and,  for  1979,  was 
significantly  higher  than  the  5.8%  Department  Stores  In¬ 
ventory  Price  Index  (BLS)  published  by  the  U.S.  Department 
of  Labor.  Traditionally,  the  Corporation  has  been  able  to 
follow  a  policy  of  adjusting  selling  prices  so  as  to  counter 
the  effects  of  inflation  on  merchandise  and  operating 
costs.  Consequently,  management  does  not  believe  that 
the  impact  or  inflation  on  the  Corporation's  operations 
has  been  as  severe  as  that  indicated  in  the  required 
tables  presented  herein. 

Five-year  selected  financial  data,  adjusted  for  general 
inflation  in  accordance  with  rASB  Statement  Nc*.  33r  plus 
restatement  of  sales  using  the  BLS  index,  are  as  follows: 

_ _ 1979  1978  1977  1976  1975 

Net  sales  (in  millions):  . 

CPI-U  $2,210  $2,325  $2,296  .  $2,307  $2,380 

ELS  '  2,210  2,203  2,118  2,068  '2,108 

Dividends  paid  per 

common  share  $1.55  $1.45  $1.26  $  1.12  $1,05  ; 

Market  price  per 
common  share  at 

vear-end  $22%'  $24%.  $23%  $27%.  .$32Vo 

Average  CPI-U  .  A 

--  (1967=100.0)  219.8  196.9,  182.5  171  2  162.! 

%  increase  in  indices;  v; 

CPI-U  '  11.6%  •  7.9%  6.6%  5.6%  .  $.7% 

BUS  .  5.3%.  4.9%  . .  3.7%  4..3%  3.5% 


merafly  accepted  accounting  principles,  appi 


employees  in  the  observance  of  high  ethical  standards  and 
applicable  legal  requirements  in  the  conduct  of  the  busi¬ 
ness.  Compliance  with  the  code  is  levievved  annually  and 
acknowledged  in  writing  by  all  executive  and  managerial 
employees. 

Touche  Ross  &  Co.,  has  examined  the  accompanying 
consolidated  financial  statements  of  Allied  Stores  Corpora¬ 
tion  and  subsidiaries.  Their  report,  which  appears  on  this 
page,  indicates  that  their  examinations  were  made  in  accord¬ 
ance  with  generally  accepted  auditing  standards.  These 
standards  included  a  review  of  the  Corporation's  system  of 
internal  accounting  control  as  an  integral  part  of  their 
examinations  of  the  financial  statements. 

The  Board  of  Directors  has  an  Audit  and  Finance  Commit¬ 
tee,  consisting  of  seven  outside  directors.  The  duties  of  tire 
Committee  include  keeping  informed  of  the  financial  condi¬ 
tion  of  the  Corporation  and  reviewing  its  financial  policies 
and  procedures,  its  internal  accounting  controls  and  the 
objectivity  of  its  financial  reporting.  Both  Touche  Ross  &  Co. 
and  the  internal  auditors  have  free  access  to  the  Audit  and 
Finance  Committee  and  meet  with  it  periodically,  with  and 
without  management  present. 


Thomas  M.  Macioce 

President  and  Chief  Executive  Officer 


Howard  E.  HaSster  • 

Senior  Vice  Resident,  Finance 
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Number  of  stores  216  176  175 

Gross  square  footage  at  year  end  v  30,055  29,482  29,688 

Note:  Amounts  for  1 977  and  prior  have  boon  restated  -  . 
reflect  the  March  IB,  1977  p.vo-for-cmc  stock  split.  ‘ 


168  165 

28,949  29,068 
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^^^C£^rS_^SCUSS?ON  AND  ANALYSIS  OFTKE 

Net  sales  for  1979  increased  6. 1  % 

because  of  the  troubled  economi 
uncertainties  which  accelerated 

>  over  those  for  1978.  This 

ic  conditions  and  consumer 
during  the  tetter  part  of  ‘.lie 

Revenues  of  nek  estate  operaf 

ted  out  that  fiscal  veer  1979 

ions  increased  in  each  of 

tion's  continuing  programs  for  in 
margins  and  maintaining  contro 
penses.  This  was  achieved  even  r 
was  confronted  with  rapidlv  risk 
energy  costs  in  1979. 

with  67.7%  in  19/8  and 
-mained  substantially 
drived  Ami  the  Aorpora- 
n p r o v i n g  rr > e m h an c! : s e 

1  of  inventories  and  ex- 
hut,t glyihe  Corporation 

12  merchandise  and 

relatively  stable  in  relation  to  sale 
sales  in  1979,  compared  with  24.4 

;s,  being  24.3%  of  net 
%  and  23.8%  in  the  prior 

,  .  11  J  L  1! 

^  primarily  attributable  to 

higher  payroll  and  other  payroll  i 
Interest  expense  increased  5.3‘ 

tommeo  nO)1  OL  1078  TVl.j 

related  costs. 

/j  in  1979  following  a 

(Sr,  ("1  1  i  ..■%  .  ..  .  ,  •  r 

year  and  higher  borrowing  levels 

incurred  for  the  financing 

Effective  federal,  state  and  local  income  tax  rates  were 
45.9%,  48.0%  and  47.7%  in  each  of  the  last  three  years. 

The  decrease  ir.1979  was  primarily  due  to  the  reduction  in 
the  corporate  federal  income  tax  rate  from  48%  to  46%  and 

iruui  ctn- incxeabe  in  me  ^orporao 

ton  b  mvesmiem  vax 
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